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Price  of  Victory 

South  Africa’s  ANC 
Finds  Sanctions  Are 
A  Blessing  and  a  Curse 

They  Help  the  Black  Majority 
Win  Reform  but  Also  Gut 
Its  Economic  Inheritance 

A  Void  Left  by  GM  and  Ford 


By  Roger  Thurow 

Staff  Reporter  of  The  Wall  Street  Journal 

NEW  BRIGHTON,  South  Africa— Mkhu- 
seli  Jack,  one  of  the  generals  in  the  eco¬ 
nomic  war  against  white  minority  rule, 
points  through  the  dusk  to  what  appears  to 
be  a  junkyard  of  plywood  and  tin.  A 
woman  balancing  a  baby  on  her  back  and 
a  sheet  of  corrugated  iron  on  her  head  dis¬ 
appears  into  the  mess.  It  is  her  home. 

“Squatters,"  says  Mr.  Jack.  "Four  or 
five  weeks  ago,  those  shacks  weren’t 
there.” 

The  battlefield  inspection  continues.  Un¬ 
employed  men,  both  young  and  old,  loiter 
in  small  groups  on  every  corner.  Flimsy 
shanties,  some  merely  a  patchwork  of 
cardboard  billboards— "whiter  whites, 
brighter  brights,”  says  a  detergent  ad  now 
part  of  a  living  room  wall -occupy  every 
available  space. 

Mr.  Jack  winces  at  the  price  of  victory. 
"Sanctions,”  he  admits,  "have  required  a 
sacrifice." 

South  Africa’s  present  recession,  has¬ 
tened  by  international  trade  and  financial 
sanctions  against  Pretoria  for  its  policies 
of  racial  segregation,  has  hit  the  blighted 
black  townships  of  Port  Elizabeth  particu¬ 
larly  hard.  So  has  corporate  disinvestment. 
When  Ford  and  General  Motors  left  town 
four  years  ago,  6,500  people  lost  their  jobs. 
Most  of  them  are  still  unemployed  today. 
Painful  Progress 

Mr.  Jack  turns  another  corner.  More 
jobless,  more  squatters,  more  shacks.  “We 
must  act  quickly  to  end  this  sacrifice,"  he 
says.  “We  don't  want  to  inherit  a  country 
in  ruins.” 

The  sanctions  sword  is  turning  against 
its  blacksmith.  The  African  National  Con¬ 
gress,  South  Africa’s  main  black  liberation 
group,  forged  its  sanctions  strategy  as  a 
means  of  pressuring  the  government  to 
abandon  white-minority  rule.  And,  to  this 
end,  it  has  worked.  Earlier  this  year,  Pres¬ 
ident  F.W.  de  Klerk,  desperate  to  return 
South  Africa  to  international  acceptability, 
unbanned  the  ANC  and  other  political 
groups,  released  ANC  leader  Nelson  Man¬ 
dela  from  27  years  in  prison,  began  repeal¬ 
ing  segregation  laws  and  opened  negotia¬ 
tions  with  the  ANC  designed  to  lead  to  a 
new  constitution  and  black-white  power 
sharing.  Today  Mr.  de  Klerk,  carrying  a 
report  on  his  reforms,  will  be  the  first 
South  African  head  of  state  to  visit  the 
White  House  in  nearly  half  a  century. 
Changing  Strategy 

Having  thus  prodded  the  government 
into  action,  sanctions  now  are  prodding  the 
ANC.  Back  home  after  30  years  in  exile, 
the  ANC  is  swamped  with  its  impoverished 
constituency's  rising  expectations  for  im¬ 
proved  living  conditions.  The  ANC,  now  a 
partner  with  the  government  in  shaping 
the  country's  future,  is  eager  to  restruc¬ 
ture  the  economy  to  better  meet  black 
needs,  an  overhaul  that  will  rely  heavily  on 
foreign  investment.  But  it  can’t  begin  as 
long  as  measures  designed  to  punish  the 
economy  and  isolate  South  Africa  are  still 
in  place.  And  many  countries,  such  as  the 
U.S.,  have  locked  in  their  sanctions  until 
the  ANC  says  it  is  satisfied  with  current 
negotiations  between  the  government  and 
the  black  opposition. 

Thus,  the  ANC  finds  itself  under  pres¬ 
sure  to  move  as  swiftly  as  possible  in  the 
talks;  it  hopes  significant  progress  can  be 
made  by  the  end  of  the  year.  To  boost 
negotiation  prospects,  the  ANC  last  month 
took  the  initiative  to  suspend  its  guerrilla 
war.  Mr.  Mandela  also  says  the  organiza¬ 
tion  may  settle  for  a  “statement  of  intent” 
from  the  government  on  the  shape  of  a 
new  constitution,  rather  than  actual  pro¬ 
gress,  as  a  trigger  for  the  lifting  of  sanc¬ 
tions. 

Increasing  Costs 

“The  realization  of  the  damage  that 
sanctions  would  do  to  the  economy,  and  to 
social  stability,  if  they  continue  to  be  ap¬ 
plied  has  brought  both  the  government  and 
the  ANC  to  their  senses,”  says  Ronald 
Bethlehem,  an  economist  at  one  of  the 
country’s  big  mining  houses.  "Neither  are 
prepared  to  accept  the  long-term  costs  of 
sanctions.” 

After  more  than  five  years  of  sanctions, 
applied  in  varying  degrees  by  individual 
countries,  and  after  a  huge  exodus  of  di¬ 
rect  investment  by  U.S.  corporations,  the 
costs  are  adding  up.  The  cutting  off  of  fi¬ 
nancial  credits  from  the  major  Western 
banks  has  triggered  a  net  capital  outflow 
of  more  than  $10  billion,  mainly  through 
debt  repayment.  Efforts  to  hold  down  im¬ 
ports  to  finance  these  payments  have 
strangled  growth.  Black  unemployment, 
high  even  before  sanctions  and  disinvest¬ 
ment,  is  rising  by  at  least  200,000  a  year. 
Without  foreign  aid,  development  pro¬ 
grams,  such  as  low-cost  housing,  are  sput¬ 
tering.  More  than  seven  million  squatters, 
fully  one-quarter  of  the  black  population, 
encircle  the  country’s  urban  areas. 

In  some  ways,  the  First  World  compo¬ 
nent  of  the  economy-driven  by  the  white- 
owned  gold,  diamond  and  platinum 
mines-has  perversely  benefited  from 
sanctions.  Local  companies  and  business¬ 
men  snapped  up  disinvesting  companies  at 
fire-sale  prices.  New  trade  routes,  plied  by 
sanctions-busting  entrepreneurs,  opened 
almost  as  soon  as  others  closed.  The  coun¬ 
try’s  export  base  actually  widened,  thanks 
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What’s  News — 


l  Business  and  Finance 

Higher  income  taxes  on  the 
wealthy  were  endorsed  by  Dole 
to  offset  Bush’s  proposed  cut  in  the 
capital-gains  tax  rate.  The  Senate  mi¬ 
nority  leader  broke  with  the  White 
House  in  a  bid  to  resolve  the  budget 
deadlock.  Dole  announced  his  plan 
just  hours  before  he  and  other  negoti¬ 
ators  resumed  efforts  to  reach  a  defi¬ 
cit-reduction  plan  before  Oct.  1. 

(Story  on  Page  A3) 

*  *  * 

Chase  Manhattan  slashed  its  divi- 
dend,  announced  plans  to  cut  its  staff 
by  5,000  and  said  it  will  set  aside  more 
than  $650  million  in  additional  re¬ 
serves  against  shaky  domestic  loans. 

Midlantic  cut  its  dividend  sharply 
and  said  it  expects  a  third-quarter 
loss  of  as  much  as  $160  million.  South¬ 
east  Banking  omitted  its  dividend  and 
said  it  also  expects  a  quarterly  loss. 

(Stories  on  Pages  A3  and  B4) 

*  *  * 

OPEC  is  pumping  enough  oil  to 
stave  off  world-wide  energy  short¬ 
ages  at  least  until  winter,  estimates 
show.  But  political  pressure  is  grow¬ 
ing  to  tap  stockpiles  such  as  the  U.S. 
Strategic  Petroleum  Reserve. 

(Story  on  Page  A2) 

*  *  * 

Financial  leaders  of  the  U.S.  and 
six  other  industrialized  nations  said 
their  countries  are  showing  “solid 
growth”  despite  high  oil  prices. 

(Story  on  Page  A16) 

*  *  * 

Machine-tool  orders  jumped  27% 
in  August,  indicating  durable-goods 
producers  plan  to  upgrade  factories 
despite  economic  uncertainty. 

(Story  on  Page  A2) 

*  *  * 

Neil  Bush  was  named  in  a  $200 
million  civil  suit  over  the  failure  of  a 
Colorado  thrift.  The  action  involving 
the  president’s  son,  a  director  of  the 
S&L,  and  a  hearing  this  week  on  the 
case  promise  to  turn  up  the  heat  on 
the  president  over  the  thrift  crisis. 

(Story  on  Page  B4) 

*  *  * 

Charles  Keating  remained  behind 
bars  after  a  California  judge  refused 
to  lower  the  $5  million  bail  imposed 
last  week  in  the  case,  which  stems 
from  the  collapse  of  Lincoln  Savings. 

(Story  on  Page  B4) 

*  *  * 

The  securities  industry  is  left  with 
little  leverage  to  keep  commercial 
banks  from  having  free  rein  to  under¬ 
write  securities.  But  it  could  be  years 
before  such  underwriting  does  much 
to  bolster  the  bottom  line  at  banks. 

(Stories  on  Page  Cl) 

*  *  * 

Higher  air  fares  may  be  in  store 
for  flights  abroad.  The  Transporta¬ 
tion  Department  is  expected  to  an¬ 
nounce  today  that  it  will  allow  fares 
to  rise  5%  to  10%,  effective  Oct.  1, 
subject  to  approval  by  other  nations. 

(Story  on  Page  B8) 

*  *  * 

John  Portman  has  been  hit  with  at 
least  14  liens  by  subcontractors  who 
haven’t  been  paid  for  work  on  San 
Francisco’s  Fashion  Center.  Chemi¬ 
cal  Bank  filed  suit  to  collect  a  $5  mil¬ 
lion  line  of  credit  from  the  developer. 

(Story  on  Page  B8) 

*  *  * 

Striking  auto  workers  at  Ford  of 
Canada  ratified  a  generous  wage  and 
benefit  package  that  the  Canadian 
unit  of  cash-strapped  Chrysler  may 
find  difficult  to  match. 

U.S.  auto  makers  plan  to  build 
9.6%  more  cars  in  the  fourth  quarter 
than  a  year  ago,  but  analysts  say  that 
is  subject  to  economic  change. 

(Stories  on  PageB5) 

*  *  * 

Markets - 

Stocks:  Volume  201,050,000  shares.  Dow 
Jones  industrials  2512.38,  off  5.94;  transpor¬ 
tation  876.66,  off  3.33;  utilities  201.71,  up  1.38. 

Bonds:  Shearson  Lehman  Brothers 
Treasury  index  3316.00,  off  23.43. 

Commodities:  Dow  Jones  futures  index 
131.75,  up  0.27;  spot  index  129.52,  up  0.43. 

Dollar:  136.65  yen,  off  1.00;  1.5785  marks, 
up  0.0012. 


World-Wide  | 

IRAQ  THREATENED  a  wide-scale  Mid¬ 
east  war  and  destruction  of  oil  fields. 

Baghdad  warned  it  would  attack  oil  in¬ 
stallations  in  the  region  and  include  Israel 
in  an  all-out  war  if  the  West  tried  to  “stran¬ 
gle”  its  people.  Baker,  meanwhile,  said  the 
five  permanent  members  of  the  U.N.  Secu¬ 
rity  Council  will  meet  tomorrow  to  consider 
an  air  embargo  against  Iraq.  The  Bush  ad¬ 
ministration  prepared  to  send  Congress  a 
roughly  $10  billion  arms  package  for  Saudi 
Arabia.  Over  the  weekend,  the  Saudis  or¬ 
dered  several  diplomats  from  Jordan,  Ye¬ 
men  and  Iraq  to  leave  the  country,  asserting 
that  they  were  involved  in  spying  for  Bagh¬ 
dad.  (Stories  on  Pages  A3  and  A16) 

U.S.  and  Saudi  generals  are  consider¬ 
ing  proposals  to  set  up  a  joint  military 
command  to  improve  control  of  the  in¬ 
ternational  forces  confronting  Iraq. 

*  *  * 

SOUTH  AFRICA’S  LEADER  ARRIVED 
in  Washington  for  talks  with  Bush. 

President  de  Klerk  is  scheduled  today  to 
become  the  first  South  African  head  of  state 
to  be  received  at  the  White  House  in  more 
than  40  years.  He  also  is  expected  to  meet 
with  congressional  and  business  leaders  to 
discuss  ways  in  which  the  U.S.  can  help  in 
bringing  about  a  peaceful  transition  from 
apartheid.  His  visit  has  been  clouded  by  an 
upsurge  of  factional  violence  in  black  town¬ 
ships.  (Related  story  in  Column  1) 

In  Johannesburg,  Mandela  charged 
that  new  police  measures  were  timed  to 
create  an  appearance  of  calm  during  de 
Klerk’s  three-day  trip  to  the  U.S. 

*  *  * 

Gorbachev  appealed  to  Soviet  lawmakers 
on  Friday  for  emergency  powers  that  would 
enable  him  to  push  through  economic 
changes  by  decree.  Despite  his  plea,  the  Su¬ 
preme  Soviet  adjourned  until  today  without 
taking  a  vote  on  the  new  powers,  and  it  also 
failed  to  meet  a  deadline  for  approving  an 
economic  restructuring  plan. 

*  *  * 

Two  rival  Liberian  rebel  chiefs  will  meet 
Friday  in  Sierra  Leone  for  U.S.-brokered 
peace  negotiations  aimed  at  ending  the 
country's  nine-month-old  civil  war,  accord¬ 
ing  to  officials  from  the  West  African  Eco¬ 
nomic  Community.  A  cease-fire  has  been  in 
effect  since  Saturday  in  Monrovia. 

*  *  * 

Cambodian  guerrilla  factions  accepted  a 
compromise  for  an  expanded  Supreme  Na¬ 
tional  Council,  a  key  element  in  a  U.N. 
peace  plan,  and  asked  to  resume  talks  with 
the  government.  The  council’s  first  meeting 
broke  up  last  week  when  the  guerrillas  and 
the  Vietnam-backed  regime  disagreed  on 
how  many  seats  each  side  should  have. 

*  *  * 

Patriarch  Alexi  II  led  a  Divine  Liturgy  in 
the  Kremlin’s  Uspensky  Cathedral,  the  first 
full  service  allowed  in  more  than  70  years  in 
Russia's  most  important  cathedral.  The  gov¬ 
ernment's  decision  to  permit  the  service 
was  seen  as  a  symbolic  step  in  the  revival  of 
the  Russian  Orthodox  Church,  long  con¬ 
trolled  by  the  Communist  Party. 

*  *  * 

Bhutto  was  ordered  to  appear  before  a 
special  court  to  answer  a  mounting  legal 
challenge  by  Pakistan’s  interim  government 
that  could  force  the  former  prime  minister 
out  of  next  month's  elections. 

*  *  * 

Forest  fires  raged  on  the  French  Riviera 
as  2,500  firefighters  and  soldiers  struggled 
for  the  second  straight  day  to  keep  flames 
away  from  coastal  towns.  Officials  said 
some  28,400  acres  of  forests  and  dozens  of 
homes  had  been  destroyed  since  Friday  in 
the  region,  and  that  about  2,500  people  had 
been  evacuated  over  the  weekend. 

Researchers  reported  that  a  new  treat¬ 
ment  could  lead  to  a  cure  for  the  symptoms 
of  Parkinson’s  disease,  the  muscular  ail¬ 
ment  that  affects  more  than  350,000  Ameri¬ 
cans.  The  research  involves  the  subthalamic 
nucleus,  a  part  of  the  brain  previously  re¬ 
garded  as  unconnected  to  Parkinson’s. 

Aquino  expressed  satisfaction  with  pro¬ 
gress  made  last  week  on  the  future  of  U.S. 
military  bases  in  the  Philippines.  The  presi¬ 
dent  said  her  government  would  weigh  pro¬ 
posals  made  for  phasing  down  U.S.  opera¬ 
tions  at  the  Subic  Bay  Naval  Base.  She  said 
the  Philippines  had  demanded  that  the  U.S. 
return  control  of  five  other  installations. 

*  *  * 

An  agreement  was  signed  Friday  by  Viet¬ 
nam,  Britain,  Hong  Kong  and  the  U.N.’s  ref¬ 
ugee  agency  concerning  steps  for  repatria¬ 
tion  of  Vietnamese  boat  people  who  aren't 
opposed  to  returning  home  from  Hong  Kong 
camps.  The  joint  statement  followed  three 
days  of  talks  in  Hanoi. 

*  *  » 

Swiss  citizens  voted  over  the  weekend  to 
forbid  the  construction  of  nuclear  power 
plants  for  10  years,  despite  warnings  of 
lower  living  standards  and  increased  de¬ 
pendence  on  imported  oil. 
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Aluminum  Production 


Annual  rate,  in  millions  of  metric  tons. 


ALUMINUM  PRODUCTION  in  the  U.S. 
rose  to  an  annual  rate  of  4,042,858  metric 
tons  in  August  from  4,016,601  metric  tons  in 
July,  the  Aluminum  Association  reports. 

Egged  On  by  Moms, 

Many  Teen-Agers 

Get  Plastic  Surgery 

*  *  * 

‘Dumbo’  Ears,  Banana  Noses 
Can  Be  Fixed  at  a  Price — 

<j>  And  a  Psychological  Cost  l 


By  Suzanne  Alexander 

Staff  Reporter  of  The  Wall  Street  Journal 

As  an  eighth-grade  graduation  present, 
Kristina  Olson  got  new  ears  from  her 
mother.  Leigh  Kane,  at  17,  got  a  new 
nose. 

Since  last  month,  Danielle  Borngiorno, 
14,  has  had  narrower  hips  and  thinner 
thighs.  Her  mother  offered  to  pay  for 
breast  implants,  too,  but  Danielle  decided 
against  that,  for  the  time  being.  She  is  still 
considering  chin  and  nose  work  and  a 
cheek  implant.  “Now,  [it’s]  just  like,  let’s 
go  every  week  and  get  something  im¬ 
proved  on.  There  are  so  many  things  you 
can  do,"  says  Danielle,  who  lives  in  Brook¬ 
lyn,  N.Y. 

Why  bother  with  padded  bras  and 
Clearasil  when  silicone  and  dermabrasion 
promise  permanence?  Why  spend  one’s  ad¬ 
olescence  brooding  about  receding  chins  or 
big  ears  when  it  is  so  simple  to  have  plas¬ 
tic  surgery? 

To  the  dismay  of  at  least  some  psychol¬ 
ogists  and  medical  doctors,  cosmetic  sur¬ 
gery  is  now  hardly  more  exotic  than  ortho¬ 
dontics  among  children  whose  parehts 
have  the  wherewithal  to  pay  $600  or  $6,000 
for  a  surgical  procedure  to  improve  on  na¬ 
ture.  Statistics  don’t  exist,  but  many  plas¬ 
tic  surgeons  say  their  teen-age  clientele 
"his  doubled  in  the  past  five  years  and  now 
is  as  much  as  25%  of  their  business. 

Nose  and  ear  jobs  remain  the  most  pop¬ 
ular  operations.  But  dermabrasion  (sand¬ 
ing  off  layers  of  skin ),  breast  augmenta¬ 
tion  and  liposuction  (fat  sucking)  are  com¬ 
ing  on  strong  with  kids,  not  just  with  mid¬ 
dle-aged  entertainers  like  Phyllis  Diller. 
Many  Asian  boys  and  girls,  overeager  to 
assimilate,  seek  to  reshape  the  epicanthic 
fold  in  their  eyelids.  Some  black  youths,  a 
la  Michael  Jackson,  see  surgeons  for  nar¬ 
rower  noses  and  thinner  lips. 

Observers  critical  of  the  phenomenon 
see  in  it  pampered  children  who  can’t  tol¬ 
erate  the  pain  of  being  themselves.  They 
see  a  society  obsessed  with  appearance 
and  with  narrow-minded  notions  of  what 
constitutes  beauty. 

“I  hear  doctors  defend  the  right  of  teens 
to  have  face-lift  surgery  and  eyelid  sur¬ 
gery,”  says  Frederick  Stucker,  chairman 
of  the  Otolaryngology-Head  and  Neck 
Surgery  Department  at  Louisiana  State 
University,  “but  I  think  we  send  the  wrong 
message  when  we’re  willing  to  do  it  for 
teens.”  Dr.  Stucker  maintains  that  a  lot  of 
operations  are  unnecessary  because  teen¬ 
age  acne,  babyfat  and  other  "problems" 
usually  disappear  on  their  own  as  kids  get 
older. 

Adds  Norman  M.  Cole,  vice  president  of 
the  American  Society  of  Plastic  and  Re¬ 
constructive  Surgeons:  "A  real  problem  in 
our  society  is  that  parents  want  everything 
for  their  children.  Aesthetic  surgery  has 
become  a  commodity.  ‘I  want  my  son  to 
have  a  new  stereo,  car,  nose  and  chin.’ 
This  is  something  that  deserves  some  care¬ 
ful  interrogation."  Surgery  to  change  ra¬ 
cial  characteristics,  Dr.  Cole  says,  is  “an 
inappropriate  concession  to  Western  im¬ 
ages.  The  Oriental  eye  in  China  is  consid¬ 
ered  the  most  beautiful  in  the  world.  It’s  a 
sad  commentary  . . ." 

Cosmetic  surgeons  have  their  own  inter¬ 
ests  in  the  matter,  and  some  of  them  argue 
that  plastic  surgery  is  a  real  boon  to  teen¬ 
agers  psychologically.  Insecurity,  self-con¬ 
sciousness  and  a  lack  of  self-esteem  vanish 
once  the  bandages  come  off.  Surgery  can 
take  "years  off  a  psychiatrist's  couch," 
says  Walter  Berman,  a  facial  plastic  sur¬ 
geon  in  Beverly  Hills,  Calif. 

"I  did  two  kids  [a  14-year-old  girl  and  a 
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The  Outlook 

Real  Estate’s  Ills 
Are  Likely  to  Linger 

NEW  YORK 
The  real  estate  industry  is  locked  in 
a  serious  recession.  The  optimists  think 
that  business  will  bottom  out  in  the 
next  year  or  so  and  that  the  industry 
then  will  start  moving  upward.  Many 
analysts,  however,  believe  real  estate 
will  be  scraping  along  the  bottom  at 
least  through  the  mid-1990s. 

The  optimists  note  that  lenders  and  de¬ 
velopers  had  plenty  of  trouble  in  the  1970s. 
At  some  banks  in  the  Southeast,  for  exam¬ 
ple,  bad  assets  peaked  at  14%  of  loans  in 
1976.  That's  about  the  same  level  as  at 
today's  most  imperiled  banks,  such  as  Bank 
of  New  England,  Yet  few  lenders  failed  in 
the  1970s,  and  the  real  estate  industry  rather 
quickly  recovered. 

Yet,  according  to  James  W.  Warren,  se¬ 
nior  executive  vice  president  of  First  Flor¬ 
ida  Bank,  Tampa,  “Those  who  think  the  in¬ 
dustry  will  do  as  well  as  it  did  in  the  mid- 
1970s  are  dead  wrong.” 

The  recession  is  spotty,  to  be  sure. 
While  the  Northeast  is  firmly  in  its  grip, 
Texas,  which  sank  into  a  real  estate 
slump  ahead  of  most  areas,  now  seems 
to  be  recovering.  Some  areas  in  the  Mid¬ 
west,  benefiting  from  a  rebound  in  man¬ 
ufacturing,  look  reasonably  healthy,  as 
do  parts  of  the  Pacific  Northwest. 

But  the  recession's  impact  clearly  is  na¬ 
tional.  Housing  starts  in  the  past  few  months 
have  sunk  to  the  lowest  levels  since  the  1981- 
82  recession,  and  office  and  apartment  va¬ 
cancies  have  been  high.  “Absorption  of  of¬ 
fice  space  is  at  an  all-time  low,"  says  Ray¬ 
mond  Torto  of  Coldwell  Banker/Torto 
Wheaton  Services  Inc.,  a  firm  that  keeps 
track  of  vacancies. 

Demography  plays  a  role  in  the  residen¬ 
tial  slowdown.  The  post-World  War  II  baby 
boom  ended  about  1960,  so  the  number  of 
families  in  their  late  20s— the  peak  home¬ 
buying  years-is  rising  more  slowly.  In  the 
1970s,  by  contrast,  developers  and  lenders 
were  still  benefiting  from  a  strong  and 
growing  demand  for  space. 

Industry  officials  didn't  see  the  demo¬ 
graphic  slowdown  coming  or,  if  they  saw  it, 
chose  to  believe  it  wouldn’t  apply  to  them. 
"Developers  make  money  only  when  they 
build,”  one  analyst  comments,  "and  conse¬ 
quently  they  will  build  as  long  as  funds  are 
available.” 

In  the  1970s,  lots  of  funds  were  available. 
Savings  and  loan  associations  traditionally 
had  borrowed  short-term  funds  from  depos¬ 
itors  and  lent  them  on  long-term  home  mort¬ 
gages  at  fixed  rates.  In  an  effort  to  help  the 
S&Ls,  Congress  broadened  their  lending 
powers,  notably  by  allowing  them  to  lend  on 
commercial  real  estate. 

The  S&Ls  ran  Into  stiff  competition 
from  commercial  banks,  which  had  been 
losing  much  of  their  commercial  and  in¬ 
dustrial  loan  business  to  securities 
firms.  Outstanding  C&I  loans  of  the  15 
largest  banks  declined  last  year  to  about 
$175  billion  from  $200  billion  in  1982. 

The  result  of  the  competition  for  loans 
has  been  overbuilding.  Although  construc¬ 
tion  activity  has  slowed  sharply,  it  will  take 
time  for  the  market  to  absorb  the  home  and 
office  space  that  has  already  been  built.  One 
banker  who  prefers  not  to  be  identified  says, 
"In  five  years  we've  built  a  15-year  supply 
of  space,  and  we're  going  to  spend  the  next 
10  years  trying  to  fill  it.” 

At  the  moment,  there  aren’t  a  lot  of  lend¬ 
ers  standing  around  waiting  to  finance  sales 
and  leases  of  all  this  surplus  space.  Federal 
regulators  have  come  down  hard  on  the 
banks,  and  Congress  has  sharply  curtailed 
the  thrifts'  activity.  As  a  result,  lenders  are 
examining  potential  loans  much  more  care¬ 
fully  than  they  were  earlier  in  the  decade. 
“Lenders  are  treating  developers  like 
they've  got  some  kind  of  leprosy,”  says 
Scott  Toombs,  a  New  Jersey  developer. 
"Things  are  exceedingly  difficult." 

The  situation  isn’t  likely  to  get  easier 
very  quickly.  The  economy  already  is  tee¬ 
tering  on  the  brink  of  a  general  recession, 
and  the  real  estate  slump  could  help  to  bring 
it  on.  This,  of  course,  could  only  make  the 
real  estate  problems  worse. 

One  factor  the  real  estate  industry  had 
going  for  it  through  much  of  the  1970s  was 
a  generally  expansionary  Federal  Reserve 
policy.  Inflation  rates  zoomed  into  double 
digits  both  in  the  mid-1970s  and  In  the  latter 
part  of  the  decade.  Investors  were  Inter¬ 
ested  in  real  estate  as  a  hedge  against  rising 
prices,  and  real  estate  values  soared.  Some 
real  estate  loans,  viewed  as  bad  invest¬ 
ments,  came  to  look  very  good. 

Analysts  see  little  chance  that  the  in¬ 
dustry  will  get  another  inflationary  bail¬ 
out  anytime  soon.  The  Federal  Reserve 
has  been  following  a  very  cautious  and 
generally  restrictive  policy  despite 
strong  pressure  from  the  Bush  adminis¬ 
tration  to  ease  up  to  try  to  prevent  a  re¬ 
cession.  For  the  present,  at  least,  the 
Fed  appears  to  view  Inflation  as  a  more 
serious  worry  than  recession. 

Real  estate  has  always  had  its  ups  and 
downs.  In  the  down  periods,  developers  usu¬ 
ally  move  into  home  repair  or  some  other 
line  of  work.  Some  lenders  are  beginning  to 
wonder  whether  they  shouldn't  work  out  sur¬ 
vival  tactics -or  at  least  learn  to  avoid  the 
excesses  they  have  been  guilty  of  in  recent 
years.  James  McCormick,  president  of 
FMCG  Capital  Strategies,  a  consulting  firm, 
calls  real  estate  the  "narcotic”  of  commer¬ 
cial  lending,  because  bankers  so  often  get 
hooked  on  the  fat  loan  margins  and  fees.  In 
the  1980s,  some  lenders  relaxed  their  credit 
standards,  often  lending  against  developers’ 
personal  net  worth,  which  vanished  as  real 
estate  values  fell. 

It  has  happened  before.  “The  New  Eng¬ 
land  problems  wouldn’t  have  happened," 
Florida's  Mr.  Warren  says,  “if  bankers  had 
learned  from  what  happened  earlier  in  Ari¬ 
zona,  and  the  Arizona  troubles  wouldn’t 
have  happened  if  bankers  had  learned  from 
Texas,  As  a  group,"  he  concludes  sadly, 
“we  bankers  don't  learn  very  well  from  past 
experience.” 

-Robert  Guenther 


The  Vendetta 

How  American  Express 
Orchestrated  a  Smear 
Of  Rival  Edmond  Safra 

Top  Aide  to  James  Robinson 
Oversaw  T  wo  Who  Spread 
False  Stories  World-Wide 

Officers  Deny  Doing  Wrong 


By  Bryan  Burrough 

Staff  Reporter  of  The  Wall  Street  Journal 

Slowly,  with  a  hint  here,  a  comment 
there,  a  question  began  to  dawn  on  some 
American  Express  executives:  Was  a  top 
aide  to  James  D.  Robinson  Ilf,  the  com¬ 
pany's  chairman  and  chief  executive  offi¬ 
cer,  up  to  something  they  would  be  wise  to 
steer  clear  of? 

Harry  L.  Freeman  was  given  to  flashes 
of  both  brilliance  and  bad  judgment,  but 
Mr.  Robinson's  reliance  on  him  was  un¬ 
questioned.  The  two  frequently  began  their 
day  at  6:45  a.m.  over  a  pot  of  coffee  in  the 
chairman's  corner  office.  Special  projects 
were  Mr.  Freeman’s  bailiwick,  and  associ¬ 
ates  say  that  didn't  please  the  company's 
top  lawyers,  Gary  A.  Beller  and  Lawrence 
Ricciardi,  who  fretted  that  one  of  Mr. 
Freeman’s  operations  might  one  day  blow 
up  in  their  faces,  "We've  got  to  stop  this 
guy,”  Mr,  Ricciardi  said  on  more  than  one 
occasion.  “He's  going  to  destroy  us." 

Few  knew  quite  what  Mr.  Freeman  was 
up  to  this  time,  but  it  was  clear  he  had  tar¬ 
geted  one  of  the  company’s  thorniest  com¬ 
petitors,  the  international  banker  Edmond 
Safra,  a  man  who  some  American  Express 
officials  were  obsessed  with  defeating. 

In  the  Dark 

When  Matthew  Stover,  then  an  Ameri¬ 
can  Express  public  relations  executive, 
asked  about  the  project,  he  says,  “I  was 
always  told,  'You  don’t  want  to  know.’  " 
Finally,  in  the  summer  of  1988,  Mr.  Ric¬ 
ciardi,  the  lawyer,  confronted  Mr.  Free¬ 
man.  “Harry,  I  don't  know  what  you're  up 
to,”  he  said.  “But  if  I  were  you,  I’d  stop 
what  you’re  doing  immediately.” 

The  warning  was  apt,  but  it  was  too 
late.  In  a  stunning  disclosure,  American 
Express  admitted  last  year  that  it  had  en¬ 
gaged  in  a  covert  campaign  to  ruin  Mr.  Sa- 
fra’s  reputation  by  spreading  rumors  and 
articles  in  the  international  press.  The 
company  made  a  painful,  public  apology 
for  what  its  chairman,  Mr.  Robinson, 
called  an  "unauthorized  and  shameful  ef¬ 
fort,”  and  paid  $8  million  to  Mr.  Safra  and 
charities  he  selected.  As  part  of  the  agree¬ 
ment,  details  of  this  “shameful  effort" 
were  to  remain  secret. 

Afterward  Mr.  Freeman  announced  his 
retirement,  saying  he  had  done  nothing 
wrong,  but  taking  responsibility  for  the  af¬ 
fair  because  it  had  happened  "on  my 
watch.”  Company  officials  privately 
blamed  the  incident  on  a  handful  of  un¬ 
named  low-level  employees.  Other  top  offi¬ 
cials  to  this  day  insist,  as  one  puts  it,  "no 
one  did  anything  he  believed  was  wrong  or 
beyond  his  authority." 

The  Corporate  Role 

But  a  lengthy  investigation  by  this 
newspaper  reveals  evidence  suggesting  the 
effort  to  smear  Mr.  Safra  was  in  fact  over¬ 
seen  from  Mr.  Freeman’s  office,  only  steps 
away  from  Mr.  Robinson’s. 

Mr.  Freeman  supervised  and  approved 
the  hiring  of  the  two  American  Express 
operatives  who  carried  out  the  Safra  cam¬ 
paign:  One  a  private  detective,  the  other  a 
public  relations  executive  who  frequently 
worked  directly  for  Mr.  Robinson  as  an 
aide.  For  at  least  two  years,  the  operatives 
investigated  Mr.  Safra  and  then  spread  ru¬ 
mors  and  news  articles  containing  patently 
bogus  information  about  him.  The  articles 
linked  Mr.  Safra  to  drug  trafficking, 
money  laundering  and  murder,  and  to 
criminal  elements  ranging  from  Colom¬ 
bia’s  Medellin  drug  cartel  to  the  late  Mafia 
figure  Meyer  Lansky.  Mr.  Freeman  met 
often  with  one  of  the  operatives,  and  ap¬ 
proved  expense  vouchers  for  the  other. 

For  American  Express,  a  company  that 
has  enjoyed  a  virtually  unrivaled  reputa¬ 
tion  for  integrity,  the  Safra  affair  reveals 
a  willingness  to  engage  in  unseemly  corpo¬ 
rate  revenge  when  confronting  a  rival, 
and,  at  the  very  least  a  jarring  lack  of 
oversight  on  the  part  of  top  company  offi¬ 
cials. 

Official  Denials 

Despite  regular  contact  with  one  of  Mr, 
Freeman’s  operatives,  there  is  no  concrete 
evidence  that  Mr.  Robinson  knew  of  the 
smear  campaign  against  Mr.  Safra.  In¬ 
deed,  he  and  other  top  American  Express 
officials,  including  Mr.  Freeman,  have  ve¬ 
hemently  denied  any  prior  knowledge  of 
the  anti-Safra  effort.  Instead,  they  argue 
that  a  legitimate  investigation  of  a  compet¬ 
itor's  activities  was  simply  taken  too  far 
by  overzealous  employees. 

The  Safra  affair  is  a  story  of  corpo¬ 
rate  intrigue  played  out  on  three  conti¬ 
nents.  Suspecting  that  American  Express 
was  behind  the  outbreak  of  specious  stories 
that  began  surfacing  in  early  1988,  Mr.  Sa¬ 
fra  hired  numerous  detectives  who  en¬ 
gaged  the  American  Express  operatives  in 
a  cloak-and-dagger  pas  de  deux  that  re¬ 
sulted  in  proof  of  the  company's  culpability 
roughly  a  year  later. 

In  response  to  repeated  inquiries, 
American  Express  yesterday  Issued  a 
statement  denying  that  any  of  its  em¬ 
ployees  knowingly  spread  false  informa¬ 
tion.  The  company  has  steadfastly  declined 
to  discuss  details  of  the  matter.  Instead,  it 
turned  to  Arthur  Liman,  the  noted  New 
York  attorney,  who  in  two  phone  calls  over 
the  past  two  months  said  he  would  urge  the 
company  to  sue  this  newspaper  if  it  pub¬ 
lished  defamatory  statements  about  the 
anti-Safra  campaign,  suggesting  that  "this 
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Letters  to  the  Editor 


Nuclear  Power  vs.  Tyranny  of  Oil 


John  0.  Sillin  accurately  describes  the 
energy  situation  in  the  non-transportation 
sector  ("The  Nuclear  Energy  Weapon  " 
editorial  page,  Aug.  23).  But  this  nation 
rolls  on  oil.  Practically  everything  we 
move  is  powered  by  gasoline,  diesel  fuel 
and  jet-engine  fuel. 

Los  Angeles  has  decreed  major  changes 
in  auto  and  truck  fuel  over  the  next  10  to  20 
years.  The  solutions  include  alcohol  from 
grain  that  will  demand  fertilizers  from  nat¬ 
ural  gas,  methanol  from  natural  gas  and 
electric-powered  cars. 

It  would  be  ironic  if  the  electric  cars 
now  being  developed  go  into  production 
and  we  end  up  charging  their  batteries 
with  electricity  generated  by  burning  oil 
and  gas  in  power  plants.  Nuclear  plants 
are  base-loaded;  they  already  serve  cur¬ 
rent  demand  day  and  night.  Utilities  meet 
additional  daytime  loads  with  hydro,  coal 
and  natural  gas. 

All  available  hydroenergy  is  used  each 
season,  and  that  means  that  even  if  all  bat¬ 
teries  are  charged  at  night,  more  coal,  gas 
and  even  oil  will  have  to  be  burned  for 
electricity  generation.  Society  is  willing  to 
give  up  some  energy  efficiency  to  reduce 
urban  smog  and  to  save  limited  resources 
of  oil  and  gas.  But  it  does  not  make  sense 
to  miss  both  of  those  objectives  while  ura¬ 
nium  and  a  good  technology  to  utilize  it  sit 
waiting  for  public  understanding. 

A.  David  Rossin 
Assistant  Secretary 
for  Nuclear  Energy 
U.S.  Department  of  Energy,  1986-87 
Chicago 


*  *  » 

Between  the  dangers  of  global  warming 
and  imminent  war  in  the  Mideast,  our  need 
for  non-polluting  energy  independence  has 
never  been  more  obvious.  Yet,  a  march 
down  the  path  to  nuclear  power,  as  Mr.  Sil¬ 
lin  encourages,  is  like  walking  blindfolded. 
No  one,  in  or  outside  the  nuclear  industry, 
has  proposed  a  safe  treatment  for  nuclear 
waste.  These  waste  products  will  remain 
insidiously  damaging  to  most  forms  of  life 
for  thousands  of  years.  If  Mr.  Sillin  short¬ 
changes  our  ingenuity  and  industriousness 
in  developing  solar,  biomass  or  other  re¬ 
newable  forms  of  energy  to  a  commer¬ 
cially  viable  level,  does  he  really  think  we 
can  build  containment  vessels  that  will  last 
for  a  few  thousand  years? 

In  the  area  of  transportation,  we  al¬ 
ready  have  the  technological  solution:  Hy¬ 
drogen  burns  cleanly  and  can  be  used  by 
existing  vehicles  with  minor  engine  modifi¬ 
cations  and  a  different  storage  tank.  If  it 
were  mass  produced,  using  solar  energy  to 
convert  water  or  biomass,  its  price  would 
be  comparable  with  the  pre-Persian  Gulf 
conflict  gasoline  price  levels.  We  would 
eliminate  the  threat  of  global  warming,  oil 
spills,  toxic  storage  leaks  and  at  least  one 
trigger  for  armed  conflict. 

Harry  Mishkin 

Scottsdale,  Ariz. 


*  *  * 

The  American  Nuclear  Society  believes 
that  the  U.S.  government  should  heed  Mr. 
Sillin’s  warnings.  We  are  concerned  that 
the  Department  of  Energy’s  National  En¬ 
ergy  Strategy  (NES)  is  taking  shape 
slowly,  and  may  not  fully  reflect  the  criti¬ 
cal  importance  of  new  base-load  electric¬ 
generating  plants  in  our  nation's  energy  fu¬ 
ture. 

The  NES  should  characterize  the  risks 
of  all  of  our  electricity-supply  options,  in¬ 
cluding  the  strategic  risks  of  falling  back 
on  more  imported  oil.  It  should  also  clearly 
consider  the  risks  to  our  nation  of  electric- 
generating-capacity  shortages.  We  have 
had  regional  brownouts  and  rolling  black¬ 
outs  this  year.  These  are  warning  signals 
that  we  will  need  new  capacity  soon,  yet 
nothing  much  is  being  ordered. 


Computer  Hackers  Get 
Their  Hackles  Up 

Your  Aug.  22  page-one  article  on  com¬ 
puter  “hackers"  continues  a  longstanding 
malignment  of  an  important  group.  Those 
of  us  who  call  ourselves  hackers,  and  who 
go  to  the  annual  Hackers’  Conference,  are 
upstanding  citizens,  many  the  discoverers 
of  key  technologies  and  founders  of  impor¬ 
tant  companies  in  Silicon  Valley.  The  term 
“hacker"  as  we  use  it  means,  essentially, 
someone  who  works  fiercely  on  problems 
and  ideas,  without  regard  to  normal  sched¬ 
ules  of  meals  and  sleep. 

The  people  the  press  calls  "hackers” 
are  criminals  who  break  into  computer 
systems.  This  use  came  about  when  Donn 
Parker  of  Stanford  used  the  term  to  re¬ 
porters,  which  he  now  regrets. 

We  ethical  hackers  consider  “hacker"  a 
badge  of  honor,  as  it  is  used  in  the  true 
Hacker  Community,  and  we  are  not  about 
to  change  the  word.  So  we  ask  that  you  at 
least  give  the  legitimate  meaning  of  the 
word  an  equal  presentation. 

Theodor  Holm  Nelson 
Autodesk  Inc. 


Sausalito,  Calif. 


Undoubtedly,  the  nation  will  conserve 
and  use  electricity  more.efficiently.  Never¬ 
theless,  we  will  still  need  additional  capac¬ 
ity  if  our  expectations  for  the  future  and 
our  desires  to  clean  up  our  environment 
are  to  be  realized.  We  cannot  meet  de¬ 
mand  and  replace  older,  less-efficient, 
power  plants,  and  those  that  may  be  shut 
down  as  a  result  of  the  new  Clean  Air  bill 
without  new  base-load  power  plants. 

This  will  require  action  at  the  federal 
level  on  standardized  nuclear-plant  li¬ 
censes,  and  action  by  Congress  to  ensure 
regulation  that  is  stable,  predictable  and 
has  a  sound  technical  basis. 

Moreover,  we  need  to  stop  pretending 
that  there  are  unsolvable  scientific  issues 
that  prevent  real  progress  on  nuclear- 
waste  disposal.  We  need  to  remove  this  im¬ 
portant  national  obligation  from  state  and 
local  politics.  Radioactive  wastes  already 
exist,  and  must  be  disposed  of  safely  and 
permanently,  even  if  every  nuclear  plant 

Iin  the  world  were  shut  down  tomorrow.  Ob¬ 
viously,  if  we  can  safely  dispose  of  the 
wastes  that  already  exist,  handling  future 
wastes  will  be  no  different. 

M.J.  Ohanian 
President 
American  Nuclear  Society 
La  Grange  Park,  Ill. 

*  *  * 

Mr.  Sillin  has  raised  false  hopes  by  con¬ 
cluding  that  more  nuclear-power  plants 
can  help  us  "to  deal  with  thugs  like  Sad¬ 
dam  Hussein"  who  threaten  our  oil  sup¬ 
ply. 

Generation  of  electricity  is  hardly  a  sig¬ 
nificant  factor  anymore  in  our  dependence 
on  foreign  oil.  The  U.S.  generated  only  5% 
of  its  electricity  from  oil  in  1986  through 
1988,  down  from  17%  in  1973,  according  to 
Edison  Electric  Institute  data.  This  cur¬ 
rent  usage  in  turn  represents  only  4%  of 
the  total  petroleum  used  in  the  same  cur¬ 
rent  period,  again  down  from  9%  in  1973. 
Transportation  is  the  big  culprit,  consum¬ 
ing  63%  of  the  total.  This  is  followed  by  in¬ 
dustrial  use,  including  chemical  feed¬ 
stocks,  at  25%.  Residential  and  commer¬ 
cial  users  account  for  the  remaining  8%. 

Nuclear  power  is  an  important  future 
resource,  and  the  public  deserves  a  clear 
and  objective  picture  of  the  role  it  should 
play  in  the  U.S.  energy  picture.  This  un¬ 
derstanding  is  not  served  by  an  attempt  to 
justify  it  as  a  response  to  an  irrational 
world  leader  like  Saddam  Hussein. 

George  C.  Ford 
President 

George  C.  Ford  &  Associates 
(Power-generation  consulting  firm) 
Princeton,  N.J. 

Left  the  Bedside, 

But  Still  a  Nurse 

As  a  nurse  entrepreneur,  I  was  very 
pleased  to  be  interviewed  for  your  Aug.  24 
article  entitled  "Nurses  Shift  to  Taking 
Care  of  Business."  But  you  say  I  left  my 
career  in  nursing  to  start  Gail  Wick  &  As¬ 
sociates,  a  consulting  and  placement  com¬ 
pany.  I  left  bedside  nursing  to  start  a 
health-care  consulting  and  placement  com¬ 
pany.  I  still  use  my  valuable  knowledge 
and  skills  as  a  nurse  to  run  a  company  that 
focuses  on  helping  health-care  providers 
give  the  highest-quality  care  to  patients  in 
a  cost-effective  manner.  I  am  first  and 
foremost  a  registered  nurse  and  very 
proud  of  it. 

Gail  S.  Wick 
President 
Gail  Wick  &  Associates 
Health  Care  Recruitment  &  Consulting 
Atlanta 

If  It  Ain’t  Fixable, 

Don’t  Try  Fixin’  It 

Robert  Goldberg’s  Sept.  5  Leisure  & 
Arts  story,  "Math  and  Pizza-Making,"  dis¬ 
cussing  the  PBS  and  CBS  shows  on  how  the 
current  education  system  can  be  fixed 
makes  me  think  of  the  many  Soviets  who 
still  think  they  can  tinker  with  the  socialist 
economy  and  fix  it. 

Both  the  Soviet  economy  and  the  Amer¬ 
ican  school  system  suffer  from  the  same 
problem -they  are  owned  and  operated  by 
the  government.  Socialism  is  widely  recog¬ 
nized  as  a  failure,  but  many  people  who 
should  know  better  will  not  give  up  on  it. 
Only  when  the  American  public  realizes 
that  the  U.S.  has  a  “socialist  education 
system”  will  we  will  take  the  first  step  to¬ 
ward  solving  the  problem. 

Jim  McCrory 

Albuquerque,  N.M. 

Billie  Jean  and  Bobby 

Regarding  Frederick  C.  Klein's  Sept.  4 
Leisure  &  Arts  article  on  the  U.S.  Tennis 
Open,  he  had  one  date  wrong.  The  famous 
match  between  Billie  Jean  King  and  Bobby 
Riggs  was  on  Sept.  20,  1973,  not  Sept.  30. 

Charles  A.  Schmidt 

San  Antonio,  Texas 


Pepper  . . .  and  Salt 


feverybody  Anonymous? 

Support  groups  are  helping 
dieters 

And  those  now  troubled  by 
drink; 

And  some  involved  in  mar¬ 
riages 

That  teeter  on  the  brink. 

As  these  groups  seem  to  mul¬ 
tiply  quickly, 

A  new  one’s  needed,  no 
doubt, 

To  support  those  not  belong¬ 
ing 

And  feeling  sadly  left  out. 
-Edward  F.  Dempsey. 

Nap  Nippers 

One  thing  that  you  can  cer¬ 
tainly  say 

For  those  miniature  pagers 
and  beepers; 

During  long  sermons  and 
symphonies 

They  sure  rouse  the  adjacent 
sleepers! 

-George  O.  Ludcke. 
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“Excuse  me . . .  can  you  tell  us  what  we  can 
do?” 
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A  General’s  Fall  Raises  Troubling  Questions 


Not  many  tears  have  been  shed  over  the 
firing  last  week  of  Gen.  Michael  J.  Dugan, 
U.S.  Air  Force  chief  of  staff.  Indeed,  Sec¬ 
retary  of  Defense  Dick  Cheney,  who 
wielded  the  ax,  has  been  praised  widely 
in  the  press  for  reasserting  the  principle 
that  the  U.S.  military  is  under  civilian  con¬ 
trol.  It  had  been  a  long  time,  41  years, 
since  a  defense  secretary  had  publicly 
fired  one  of  the  Joint  Chiefs.  The  prevail¬ 
ing  sentiment  seems  to  be  that  maybe  it 
should  happen  more  often. 

There  is  much  indeed  to  be  said  for 
high-level  firings  in  the  face  of  crisis,  al¬ 
though  Winston  Churchill  at  the  outset  of 
World  War  II  and  Abraham  Lincoln  during 


Global  View 

By  George  Melloan 


the  U.S.  Civil  War  sacked  reluctant  gen¬ 
erals,  not  overeager  ones.  Gen.  Dugan's  of¬ 
fense  was  excessive  shooting  off  of  the 
mouth.  Whether  that  is  sufficient  cause  for 
firing  in  this  age  of  garrulous  officialdom 
might  be  disputed.  But  a  case  can  be  made 
on  the  basis  of  the  sorts  of  things  the  gen¬ 
eral  was  saying  to  the  press.  Not  only 
might  his  bellicose  rhetoric  have  spooked 
some  U.S.  allies  in  the  Persian  Gulf,  but  it 
raised  questions  about  whether  the  head  of 
the  U.S.  Air  Force  really  understood  the 
uses  of  the  modern  weapons  the  U.S.  mili¬ 
tary  has  at  its  command. 

The  general  offended  his  boss  by  telling 
reporters  that  "downtown  Baghdad"  would 
be  a  prime  Air  Force  target  in  case  of  hos¬ 
tilities.  Whatever  the  general  was  trying  to 
say,  his  remarks  were  interpreted  to  mean 
that  the  Air  Force  was  considering  some¬ 
thing  equivalent  to  a  World  War  II-style 
assault  on  a  population  center.  If  that  is 
what  he  meant,  it  raises  questions  not  only 
about  his  ability  as  a  diplomat  but  as  a 
military  strategist  as  well. 
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Clearly,  the  first  objective  of  any  allied 
strike  should  be  to  destroy,  as  quickly  and 
thoroughly  as  possible,  Iraq’s  war-fighting 
capacity.  Downtown  Baghdad,  unless  Sad¬ 
dam  himself  could  be  effectively  targeted, 
is  hardly  the  place  for  that.  The  first  objec¬ 
tive  would  be  Saddam's  anti-aircraft  mis¬ 
siles  and  his  combat  aircraft.  Control  of 
the  air,  once  achieved,  would  be  decisive 
to  the  final  outcome,  because  tanks  and 
other  ground  forces  then  would  become 
powerless  to  defend  themselves  against  air 
attack. 

The  weapons  deployed  by  the  U.S.  and 
its  more-advanced  allies  for  this  purpose 
are  called  "smart”  weapons.  Using  ad¬ 
vanced  electronic  guidance,  they  can  hit 
and  blow  up  even  relatively  small  targets 
from  many  miles  away.  The  cruise  mis¬ 
siles  on  the  battleship  Wisconsin,  now  de¬ 
ployed  in  the  Persian  Gulf,  are  such 
weapons.  So  are  HARM  air-to-ground  mis¬ 
siles,  used  mainly  to  home  in  on  air  de¬ 
fense  radars  and  destroy  them.  F-117A 
stealth  fighters,  capable  of  evading  enemy 
radar  for  night  attacks  on  major  targets, 
have  been  deployed  in  the  region.  Other 
attack  planes  are  equipped  for  night  at¬ 
tacks  with  LANTIRN  navigation  and  tar¬ 
geting  pods. 

These  and  a  wide  array  of  other 
smart  weapons  are  designed  to  destroy 
very  specific  targets,  such  as  radars,  tanks 
and  other  aircraft.  Those  targets  can  be 
pinpointed  by  U.S.  satellites.  Because  of 
their  accuracy,  the  weapons  minimize  ci¬ 
vilian  casualties.  When  the  head  of  the  Air 
Force  talked  of  massive  bombing  he  may 
have  been  merely  trying  to  frighten  Sad¬ 
dam.  But  given  the  kind  of  brute  Saddam 
is,  he  probably  would  far  rather  lose  civil¬ 
ians  than  MiG-29s. 

A  seeming  fixation  on  old-fashioned 
methods  was  the  source  of  a  major  embar¬ 
rassment  during  an  Air  Force  sally  against 
Manuel  Noriega’s  Panamanian  Defense 
Forces  some  months  back.  Two  F-117S,  the 
most-advanced  U.S.  fighters,  were  as¬ 


signed  to  create  diversionary  explosions 
near  a  PDF  barracks  outside  Panama 
City.  But  instead  of  using  the  weapons  they 
are  designed  to  employ,  they  simply 
dropped  two  World  War  II  iron  bombs.  One 
missed  its  target  by  480  feet,  a  long  dis¬ 
tance  considering  the  accuracy  these  air¬ 
planes  are  meant  to  achieve.  Secretary 
Cheney,  who  had  boasted  of  the  plane's  ac¬ 
curacy,  was  furious  when  he  learned  of  the 
miss. 

Results  of  NATO  exercises  indicate  that 
U.S.  jet  pilots  are  among  the  best  in  the 
world,  but  there  is  less  certainty  about  the 
quality  of  U.S.  military  planning.  One 


The  suggestion  is  that 
he  didn’t  know  he  wasn’t 
supposed  to  threaten  a 
bombing  of  downtown 
Baghdad. 

source  of  uncertainty  is  that  old  bugaboo, 
interservice  rivalry  and,  in  some  cases,  in¬ 
traservice  rivalry.  A  lack  of  adequate  co¬ 
ordination  among  the  services  played  a 
role  in  the  failure  of  the  Desert  One  hos¬ 
tage  rescue  attempt  during  the  Carter  ad¬ 
ministration.  A  series  of  fiascoes  in  Leba¬ 
non  in  1983  was  blamed  on  an  impossibly 
convoluted  chain  of  command  from  Wash¬ 
ington  to  Beirut,  not  to  mention  some  fool¬ 
ish  demands  from  the  State  Department 
that  the  U.S.  forces  not  seem  too  warlike, 
even  though  they  were  clearly  in  a  war 
zone. 

One  has  reason  to  wonder  how  well  co¬ 
ordinated  the  present  Persian  Gulf  opera¬ 
tion  is.  If  there  aren’t  enough  problems 
getting  the  U.S.  services  to  pull  together, 
how  about  the  problems  of  coordinating  the 
forces  of  10  countries?  Gen.  H.  Norman 
Schwarzkopf,  commander  of  U.S.  forces, 
seems  to  be  focusing  mainly  on  getting 
enough  tanks  into  the  area,  and  perhaps 


that  is  prudent.  But  if  air  superiority  is 
achieved  quickly,  will  a  tank  war  really  be 
necessary?  The  army  also  has  tank  killers, 
Apache  helicopter  gunships.  One  wonders 
whether  some  of  the  strategy  here  is  not 
strategy  at  all,  but  an  attempt  to  give  ev¬ 
ery  service  unit  a  piece  of  the  action.  It’s  a 
bit  like  running  a  war  the  way  Congress 
runs  the  Pentagon,  making  sure  everyone 
gets  his  share. 

There  also  is  the  question  of  which  de¬ 
partment  of  the  administration  is  running 
this  operation.  The  State  Department’s 
performance  in  Lebanon  in  1983  and  the 
shocking  evidence  that  it  might  haye 
caused  Saddam  to  think  he  had  a  green 
light  cast  doubt  on  its  reliability  in  dealing 
with  hard  cases.  Was  Gen.  Dugan  fired  be¬ 
cause  he  didn't  know  enough  about  Navy 
missiles  or  because  he  offended  State  De¬ 
partment  types  who  still  think  that  Sad¬ 
dam  is  susceptible  to  adroit  diplomacy? 
The  fact  that  the  general  was  chastised  for 
sounding  too  aggressive  might  suggest  the 
latter. 

Finally,  there  is  the  question  of  why  a 
member  of  the  Joint  Chiefs  of  Staff  was  so 
out  of  touch  with  policy.  Had  the  chiefs  not 
had  any  discussions  with  Mr.  Cheney  and 
the  president  about  what  form  an  attack  on 
Saddam  would  take?  If  the  general  was 
simply  blowing  diversionary  smoke,  pre¬ 
sumably  he  would  not  have  been  fired.  But 
the  suggestion  is  that  he  didn’t  know  he 
wasn’t  supposed  to  threaten  a  bombing  'of 
downtown  Baghdad,  or,  worse,  didn't  have 
a  very  clear  idea  of  exactly  what  the  Air 
Force  role  in  a  possible  attack  would  be. 

That  seems  a  bit  too  far-fetched  to  be¬ 
lieve  and  yet  the  fact  remains  that  the  gen¬ 
eral  was  fired  for  being  out  of  step  with 
policy,  whatever  that  policy  might  be.  So  a 
question  arises  about  whether  that  was  the 
fault  of  the  general,  who  presumably  had 
some  abilities  worthy  of  the  top  job  in  the- 
Air  Force,  or  the  fault  of  top  policy; 
makers?  In  a  vast  enterprise  such  as  the; 
U.S.  government,  one  can  never  be  sure. 
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